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PROCEEDIL NGS
3:05 p.m

MS. ARBOGAST: We're going to get started, because
we've got a lot to cover today and | think Don Abel son is on
his way down and had a few opening renmarks. Do we know how
qui ckl y?

| think we'll start and I et himcome in and add
his thoughts once we get going. Wy don't we start by
identifying the people who are at the table fromthe FCC and
then 1'Il nake sone prelimnary remarks about how we're
going to proceed today.

Rebecca Arbogast, Chief of the Tel econmuni cati ons
Division at the International Bureau at the FCC

M5. RUFF: |'m Jackie Ruff. [|'m Senior Legal
Advi sor in the Tel ecommuni cati ons Division.

MR. DEGRABA: Patrick Degraba, Deputy Chief of
Commerce with the FCC

MR. BLALOCK: Breck Blalock, Chief of the Policy
and Facilities Branch.

MS. NI GHTI NGALE: Liz Nightingale, attorney in the
Tel ecom Di vision. There are FCC people who are back here.

MR. NAKAZALA: Benji Nakazal a, |egal advisor with
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the Wreless Comuni cations Division.

MR. URETSKY: Marc Uretsky, International Bureau.

M5. KIMENICH : Helen Kinenichi, International
Bur eau, Tel ecom Di vi si on.

MR. VEBBI NG Doug Webbi ng, chief econom st in the
| nt er nati onal Bureau.

M5. SIMON:  Marilyn Sinon, International Bureau.

MS. ARBOGAST: W al so have with us today Ken
Shagren and Cat hy Wasl uski from the Conmerce Departnent,
fromMITA | don't think anybody is here -- | don't
recogni ze anybody here fromthe State Departnent or from DQJ
-- oh, okay, great. USGS said they were going to follow
this in the press.

(Laughter.)

MS5. ARBOGAST: So | think that's the governnent.
Qobvi ously, there are too nany people here to go through and
identify yourselves individually, but what | would ask is
t hat before people speak, they identify thensel ves and who
they' re representing.

W are here today as another piece of the process
that we' ve been going through, largely follow ng the JUS

application that I think a ot of you know about that was
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filed with us this |ast year and that we issued the order on
this sumer.

We had been, even before that, thinking about ways
that we might try to reform regularize and inprove our
regul ati on of undersea cables. And the JUS proceedi ng added
anot her overlay of conpetitive issues that had been filed in
that proceeding. And the Conmission -- here is M. Abel son
-- the Commi ssion, in that proceedi ng, announced that it was
going to |l ook at those issues nore closely in a further
proceeding. This is part of our preparation to get the
informati on we need to nmake recommendations to the
Comm ssion for that further proceeding.

You should feel free to --

MR. ABELSON: Go ahead.

MS. ARBOGAST: Subrarine cables, | think, for a
|l ong tinme have been a fairly neglected area of regulation,
in part because historically it was pretty standard. And
what's happened, | think, in very recent tinmes is the
regul ati on has become nore standard, creating nore questions
for us about how we should do things on a going forward
basi s.

And the market itself has becone nuch nore
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critical, because it is, the demand has been skyrocketi ng,
because that is a primary piece of the international
I nt ernet backbone. And so it's becone increasingly
i nportant because the Internet has become nore inportant.

The Conmi ssion's policies, of course, are to try
to pronote conpetition in tel econmunications and that is the
overriding policy that guides us in nmaking reconmendati ons
to the Comm ssion, and that obviously guides the Conmmi ssion
in making its decisions.

The purpose of today's forumis to give the w der
public an opportunity to give us their views on a variety of
i ssues that are raised by our regulation of undersea cables.

What | would like to do is give a couple of cautions before
we start on what we hope to get out of this and what we hope
not to get out of this.

What we really want is for folks to feel free to
use this as an opportunity to say newideas. It's not going
to be useful for us for you all to recite to us how you
i nterpret our precedent, because we're not viewing this as
sonet hing that requires us, unless our precedent was right,
requires us to follow our precedent. The point of this

proceeding is to try to deci de how we should do things going
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forward. And so please be forward-|ooking in your comrents
to us.

| also have to say these magi c words. The purpose
of this neeting is not to cone to any concl usions or reach
any consensus. Wsat | also am hoping we don't do today, and
it's not the purpose of the neeting, and I'Il try to nove us
along if anybody tries to raise it, is discuss any
proceedi ngs that are currently before the Conm ssion. This
is not the purpose to rehash anything that's on recon. That
woul d subject this proceeding to our ex-parte rules, and
that's neither the purpose of this proceeding nor do we want
to make the subject ex-parte rules. So please keep your
comments restricted to things that would not require us to
file ex-parte. |If you do violate that, be sure you file an
ex-parte with us.

(Laughter.)

M5. ARBOGAST: We changed the format a little bit
fromhow we put out the public notice, initially we had
invited people to cone in and nake prepared statenents.
After we thought about it, we realized that we don't think
you all and we don't think we would find that as useful as

if we just franed sone questions and gave you all the
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opportunity to coment.

So for those of you who had given us
presentations, don't feel like your client's noney was
wasted in paying you to do that. W are going to use those
in our deliberations and we're going to pay very close
attention to them |If people want to get them from each
other, you're free to ask each other, but they're not going
to be nade publicly available to us at this point.

Al so, as you see fromthe public notice, we are
hoping to discuss a wide variety of issues today. Sone of
them don't have anything to do with conpetition square, in
the sense that they aren't conpetitive issues that were
rai sed, for exanple, the JUS proceeding within consortia
ownership or any of those other issues.

What we woul d encourage people to do, we have an
allotted period of tine to discuss sone of those issues. W
have been neeting inforrmally with a variety of conpanies on
an individual basis and we found those neetings, as | say,
very hel pful. W found sone of themvery hel pful. W would
encourage you all to continue to neet informally with us,
because that's an opportunity for the staff to get in nore

i n-depth di scussion on sone of these conpetition issues and
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ot her issues, nore in-depth than we can do today.

So we will still have a period of tine, probably
over the next three weeks, | would say, that we woul d
encour age people, if they have things that they would |ike
to follow up on, or sonme thoughts that would take nore than
15 minutes, to set up neetings with us.

Anot her change fromon our format fromthe one
that we had issued, the public notices, we're not going to
vi deotape this, we're going to do a transcript. So just be
advi sed that anything you say today will appear on the
transcript. The purpose was to try to nake this open to
peopl e who are outside the Beltway, so that people can get a
record of what happened today and it's a good resource for
us.

The question process will have an agenda that |
think you all should have gotten when you cane in, is that
right? Nod yes, no? GCkay. W're going to follow that and
we have an allotted amount of time for each of the general
ar eas.

Liz Nightingale is going to be the sergeant at
arns and keep us nmoving. And what 1'd like to ask people to

dois, I'dreally Iike to encourage the people who are not
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up at the table who have sonething to say not to feel
chilled because you're sitting back there, but to step up
and say sonething. obviously, again, identify yourself and
who you are representing.

One final prelimnary request is, when | had
| earned of the process of going through this issue, | think
sonetimes the conversations that we're having with the
public and with each other get confused because the term
"private" cable has conme to, | think, have two different
meani ngs. One is as opposed to, one is a regulatory
nmeaning, so it's as opposed to the conmon carriers'
regul atory categorization. The other is an ownership term
so it's opposed to consortia ownership.

When we have conversations and people use private,
it sonetines nuddies the anal ytic waters, because the
regul atory characterization and the ownership need not, and
obvi ously have becone not, identical. So instead of using
private, could you use non-conmon carrier or non-consortia,
so that we know whet her you're tal king about ownership or
whet her you're tal king about regul atory status?

MR. ABELSON. The only two cents | add is to

reassert the inportance that the International Bureau pl aces
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on this activity, this investigation, this | ook-see about
submarine cable policy and a commtnent to keep going if it
turns out that we believe it would be sonmething -- after
this conversation and our private conversations -- sonething
t hat woul d be of value. W should know within a short
period of tinme what we will be doing next, and | ook forward
to the conversation today.

MS5. ARBOGAST: Al right, why don't we start? W
have, we m ght need to abbreviate these a bit. W're
supposed to, | think, be concluded by five o' clock. Let's
start with the first topic, which is streanining and
sinplifying the Comm ssion's cable landing |icense
application and revi ew process.

What we were hoping to do was give you all an
opportunity to tell us how we can do things better from
primarily, a process standpoint. Are there questions that
we' re asking in our application process that nobody even
renmenbers why we're asking them anynore or they don't need
to be asked anynore? Are there ways that we can speed up
our review of the applications? |Is there any way that we
can nmake life easier for you, as applicants, and so | throw

t hat open to coment ors.
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G eat.

MR, ABELSON. We did everything perfect.

MR. NAKAMURA: |1'm Kent Nakamura from Sprint.
Having filed a couple of these cable applications on behalf
of sone joint clients recently, I was wondering if the
Bureau woul d entertain the thought of an auto-grant for sone
of these if they're conplete, you know, they're on a post
and they don't raise any unusual issues in the same way that
we do the auto-grant for a |lot of these 214s?

MS. ARBOGAST: Wat do you nean when you say auto-
grant ?

MR. NAKAMURA: They go on public notice and if no
one opposes it within a certain amount of time or if there
are no problens that the staff identifies independently,
that the |license woul d be considered granted after the
passage of 30 days or 45 days or whatever the Bureau feels
is appropriate.

MS. ARBOGAST: M understanding is that, you know,
this, | imagine, was sonething that was consi dered and
rejected in the past, if for no other reason than the fact
that we're not operating under our regular organic statute

here, but under the Cable Act. And | think that before we
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woul d seriously entertain that, we would need to consult
with the State Departnment. Because right now, |'m del egated
authority that contenplates that there needs to be approval
granted by the State Departnent.

MR. MJULETA: Now that you nention the State
Departnent --

M5. ARBOGAST: Could you identify yoursel f?

MR. MJULETA: Oh, | thought everybody knew. Just
ki ddi ng, John Muleta from PSINet. Now that you nmention the
State Departnment, | think working with the State Departnent
to establish sone sort of procedural, sone tinme lines as to
when the responses woul d cone out, would be a hel pful thing.

Just a thought that, now that you brought it out.

MS. ARBOGAST: Nothing else? Al right. The next
-- 1 am | guess, taking away fromthis that people don't
have huge problenms with this, with the time that we're
taki ng on these and how we're asking you to provide us
information and the sorts of information we're asking you to
provide. And so if people |ater have thoughts that they
would i ke to give us outside this forum you know, you're
of course welcone to do so.

MR. MJULETA: Rebecca, | think if I can just, |
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mean, you know, we're afraid to msstate the obvious, but I
t hink sone of us here would probably feel that time is of

t he essence when you're dealing with these projects and the
faster you can nake a decision, regardl ess of whatever the
filing burdens are, the happier we are, since nost of us are
commtting a significant amount of capital. So to be held
up for a few nonths is significant, fromour perspective,
especially when nost other -- especially when you do an
appl es to appl e conpari son over other cable systens that
have been granted and you don't see any sort of obvious
faul ts.

So that's sonething to keep in mnd, but it sounds
so obvious that | think some of us just don't want to repeat
it.

M5. ARBOGAST: Thanks.

M5. G NSBURG This is Mndy G nsburg with Via-
Tel. 1 would echo what John said and al so endorse the
Sprint proposal. | think whenever possible putting these
applications on stream ine would be very hel pful and woul d
inprove the predictability of when they'd be granted.

Maybe one area to think about for streamining

could be as with | SR, where the Conm ssion has found a route
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to be highly conpetitive or conpetitive, automatically put
the rel evant application on streamining.

Just one snaller issue on these applications.
think there may still be a requirenment that conpanies
di sclose interlocking directorates and that, for large, for
cables with a | ot of conpanies on them that can be a fairly
| engt hy undertaking. So maybe you can formthat rule to
the, I think the Conmon Carrier Bureau's new interl ocking
directorate rule, which just requires whether it's foreign
a foreign affiliate or a foreign, interlocking directorate,
rather. That may be sonething worth thinking about.

MS. ARBOGAST: kay, thanks. Let's nove on to the
next category of issues, which is the conmon carrier versus
non-common carrier distinction. Gbviously, that's one that
has beconme fuzzy over tine and as we' ve been neeting
informally with sone of you, we've heard different views.
Some people say that we' ve essentially eroded the
distinction. Ohers -- and think that the distinction could
be conpletely abolished. QOhers find that a distinction
that has, still has a place in a regulatory schene
primarily, or at least in one area where there is a |lack of

conpetition of facilities, conpetition on a route, there's a
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suggestion that we should maintain it there. And so | throw
the question out broadly. |In particular, |1'd be interested
in hearing, | guess, answers or responses to two issues.

One is, should there be a distinction and second,
what should follow fromthat distinction?

MR TALBOT: Jim Tal bot from AT&T. We think that
t he Conmi ssion --

MS. ARBOGAST: Can you speak up a little?

MR. TALBOT: We think the Conmm ssion's existing
distinctions do have nerit. Oherw se, you could end up
with a situation where the only cable on a route potentially
could be a private cable. Currently, the Comm ssion | ooks
at whether or not the cable is going to be a bottl eneck
facility. If it is, it's automatically subject to common
carrier regulation. |If it's not, and there's an application
for a private cable, provided you re not going to hold out
to everybody indifferently, then you can becone a private
cable. W see no reason to nove away fromthat threshold
t ask.

MR. COMHEY: Peter Cowhey, representing d obal
Crossing. | guess | would just nmake a coupl e of

observations here. The first is, it's not clear that the
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common carrier rules, at |east as they're used by the
I nternational Bureau, have a range of renedies that are
of ten val uabl e as safeguards, particularly in this context.

They may, but it's not clear that they really
speak to the issues that have enmerged in the various
proceedi ngs about cable |icenses, such as chronic capacity
probl ens and mar ket power i ssues.

But the second point, | really think, is that the
one issue about the comon carrier rule that the
Commi ssion's noted in the past is the Section 202
prohi bition on unreasonable discrimnation. And certainly
fromthe viewoint of dobal Crossing, a nunber of @ obal
Crossing's custoners find that to be an inportant issue. So
what ever is done generically about this, I think the 202
nmeasure is an interesting one. It has sonmething that seens
to be of greater pertinence than many of the other common
carrier safeguards. And that's not a judgnment about how to
use it or, you know, in the end, how you woul d bal ance it.
But | just note that it seens to ne to stand out anong the
renedi es suggested by the common carrier.

MR. NAKAMURA: Kent Nakanura from Sprint. Just

| ooki ng at the Submarine Cable Landing Act, it doesn't
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di stingui sh between common carriers and private carriers and
probably one of the reasons for that is historic. 1t goes
back to even at least the U S. and | think the only people
who don't do things and who applied for these things were
the common carriers. There were no entrepreneurs or
anything like that.

It was not until, oh, | think it was the m d-1980s
when the first private, private cable, the PTAP, went in.
And at that point, | think the Iink between the |anding
| i cense and the 214, which, you know, that all has gone
toget her, was broken. You didn't get anynore private cables
for a nunber of years after that. But | think, you know,
you're starting to see nore and nore of them now, so that,
you know, the two hal ves begin to diverge. And now they can
stand i ndependently, one fromthe other.

MS. ARBOGAST: And does that seemright? |[Is that
di version, do you think, a healthy one?

MR. NAKAMURA: It seens to ne that as |long as you
can regul ate the people who are putting the service over the
facility or if you can turn the facility itself into a
comon carrier, which, being the old -- versus FCC court

case, they can do, strike the significant danger.
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MS. ARBOGAST: John?

MR, MJULETA: 1'Il wait until you ask the question
agai n.

M5. ARBOGAST: No, go ahead.

MR. MJULETA: Ckay, our viewis to look at the
mar ket pl ace first and then deci de what rul es would apply,
especially in these circunstances. You know, that's what we
t hi nk.

In, you know, in areas where there's stiff
conpetition, there's no real need to place conmon carrier
regul ations on the carriers. But the conpetition, or |et
t he players deci de what regul atory environnment they want to
play in. And | think, though, in thin routes, where there
is lack of facilities devel opnent for whatever reason, and
you know, our desire would be to make sure that we don't
create, you know, captive players, because of the enornous
anount of capital that's required to devel op these things.
And what essentially happens is, sonebody is able to capture
a nonopoly for a duration. It could only be for a few
years, but it could also be for a lengthy tinme period. And
in those instances, | think sone sort of intervention to

make sure that the facilities are avail able on a non-
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di scrimnatory basis woul d be a good approach.

What we woul d like for the Conmission to do is
deci de these on a case-by-case basis. There is no, you
know, general rule that you can sort of throw out there and
capture all of the instances of how t he market pl ace
devel ops.

M5. ARBOGAST: O course, what we've typically
| ooked at is the test of whether or not there is alternative
capacity on a route and that seens, did that seemlike the
right test, to you?

MR, MJULETA: | think it is. | think you, in ny,
again, | think you have to | ook at perspective. You know,
you have to | ook at the individual circunstances of what's
taking place on a particular route. You know, the fact that
there is some anobunt of capacity, alternative capacity
avai l abl e, m ght not be a significant factor if that
capacity can be outpaced, you know, 100-fold by the new
capacity that's comng in, you know

So those are the kinds of conparisons that you
have to | ook at. Again, what we don't want is for the
mar ket pl ace to be, you know, to be constrained artificially

j ust because of, you know, the fact that there is a thin
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route, you know. It's a vicious circle that we see in our
busi ness. You know, if you have a route and then |ots of
traffic will go to it and you know, you want to make that
af fordabl e for American conpanies and | think that's the
intent here of the Comm ssion's regulations is to grow and
t he busi ness of Anerican conpani es and these particul ar
route and how we can facilitate that. G ving sonebody an
absol ute nmonopoly for a couple of years doesn't nake any
sense to me, but, you know, I'malso a former Comm ssioner
person, so ny thinking m ght be skewed in that way.

MR. VALLS: | think I'd like to add to that. MW
name is Juan Carlos Valls fromFacilicom And what I'd |ike
to say is that on thin routes you do have alternative
technol ogi es, such as satellite services that can assure

that you can have access to thin routes at reasonable

prices. So that | think that nmy company's position would be

that as little regulation as possible would be what we woul d

| ook at, and to encourage conpetition in general. So we
don't only have a cable issue, but we do have alternative
technol ogi es we can deal wth.

M5. ARBOGAST: Ckay.

M5. MJRRAY: Karen Murray with MCI World Com On
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a side point here, if you do decide to maintain that
di stinction, we would recomend that you get rid of the 214,
the requirenent that for common carrier facilities you need
to file a 214 for that facility. W think it's unnecessary
and carriers that are common carriers should be getting 214s
separately. There's no need for an additional 214 for that
particular facility.

| know in the past the Comm ssion has | ooked at
this and decided that to maintain that requirenent because
there's a fee differential between non-common carrier
facilities and common carrier facilities. And the 214
actually makes the fees nore equal. But we'd recomrend t hat
t he Conm ssion | ook at changing that fee structure in order
to get rid of the 214 requirenent.

M5. ARBOGAST: And you probably renenber that at
the | ast order we tal ked about making a proposal for a
| egi sl ative anendnment, which is what it would take.

M5. MJRRAY: Right, and is the Bureau planning to
do that, to nake a proposal ?

M5. ARBOGAST: | knew soneone was going to ask ne
that question. W need to check with the |egislative fol ks

and find out if that's been done.
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M5. MJRRAY: Ckay.

MR MJULETA: Just if | could add, Facilicoms
point is noted and | think what we seek is a full conparison
of the technologies. On certain routes, the availability of
alternative technol ogi es m ght not be sufficient, so it has
to be a full inquiry into whether the available capacity on
different technol ogies is equal and for what purposes that's
bei ng used. You know, if you use it for voice, it was one
thing. If you use it for data, it's another.

MS. ARBOGAST: And presunably, that's the sort of
inquiry |I'massum ng people would accept would not be done
on a grant stanp 214. You would need to be getting public
comment on that. But | think your point may be worth us
t hi nki ng about, that we could do it like we do with IRS,
which is declare at one tine that a particular route is
conpetitive.

Sonmebody nentioned to me in one of the informnal
neetings that we'd had, questioned the whol e approach of
| ooki ng at whether an applicant who seeks to provide service
to private carriers should be able to do that if they were
the first cable comng in. And the argunent was, if you

haven't had anybody el se providing service on that route,
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why woul dn't you wel cone anybody who's providing service?
Wul dn't sonmeone providing service on a private basis be
better than nobody, with the assunption being that if we
forced themto do it on a conmon-carriage basis, they m ght
not go forward and do that. And I just wondered if there
were any reactions fromthis group on that point?

MR MULETA: John Muleta fromPSI. 1'Il react to
it. I'mvery reactive today, but | think the dynam cs from
our point of viewis that it doesn't nmean demand i s not out
there. It mght be the ability, it mght be the ability to
construct the system You know, for exanple, pick a very
thin route, let's say the Polynesian Islands and the U S.
mean, you know, the fact of building a cable system out
there m ght be an expensive proposition and if all owed,
peopl e m ght be able to take an equity position. It's
sonet hing we would talk about later, I know, in this
di scussi on.

But that very few parties could, by thensel ves,
build a facility of that magnitude or that sort. It doesn't
mean you should not allow the systemto be built or that you
shouldn't allow it as a private cable. | think what we're

asking is, you should make an inquiry as to what is the



10

11

12

13

14

15

16

17

18

19

20

21

22

system c problemthat's prohibiting this sort of devel opnent
to take place? So we're not foreclosing a Conm ssion
decision as to whether it should be private or non-private,
whatever. | think all we're saying is those are the sort of
particul ar situations you ought to make an inquiry about as
opposed to granting everything as a blanket |icense or
sonething |ike that.

MR. TALBOT: | think our concern would be that
private cables, by their very nature, are unregul ated,
required to discrimnate, and that that could be a very
danger ous precedent when you're creating what you describe
as a bottleneck facility. | mean, that really is the
foundati on of nobst regulation of utilities. And if there is
no conpetition on the route, the obligation to hold oneself
out indifferently would appear to be a fundanent al
requirenent.

MR. MJULETA: | think we want to distinguish
bet ween AT&T' s statenents and ours. From PSINet's point of
view, you should have the inquiry. W' re not making any
suggestions as to what the outcone should be. W think the
Conmi ssion on an infornmed basis should decide whether this

is any, this one particular instance should be regulated in
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one fashion or another. And the warning signs for us are a
thin route where the capital markets are speaki ng about
sonet hi ng, so, you know, naybe there's an inherent

advant age, for exanple, as to the landing license on the
other side is what's giving the party an advantage. You
know, there are certain things that would reduce the sort of
barriers to entering a particular market, and the Commi ssion
shoul d investigate those and see if there are barriers that
shoul d be put down.

But we're not suggesting that the Comm ssion nake
any particular decision. W just suggest that those are the
synptons that you ought to be aware of.

MR. COMNHEY: Peter Cowhey. The one point I'd just
make is that the common carrier issue is not just about thin
routes. The Conm ssion has expressed a concern about
traffic beyond a U S. to a foreign landing party, that is,
to athird market, and it's used the common carrier rules to
sonme extent to try to discuss that issue of beyond traffic.

And, again, without trying to take any judgnent
about that, the point | just want to nmake is that the
Comm ssion used that particular tool in the common carrier

arsenal to address that and it's something the Conm ssion, |
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know, is going to have in front of it in the future, because
there are a nunber of U S. carriers who worry about traffic
in other parts of the world, noving traffic outside of,
let's say, to the U S. and back. And so | just think that
that's sonmething you need to think about.

M5. ARBOGAST: On a nore specific question, if
there were a situation where an undersea cable was going to
be regul ated as conmon carrier, either because they cane
forward and applied on that basis or because we found that
there was a need on that particular route to have them
provi de service on a common carrier basis, what do you think
we should do in terns of the question of whether every owner
on that undersea cable, should every owner on that undersea
cable al so have a 214 authorization? O could you, should
we al l ow conpanies to cone in, for exanple, an |Internet
service provider that was only doing data, didn't need a 214
fromus, would they be required to get a 214 because they
are one of the owners and |licensees of a cable that's being
operated as a conmon carrier cable? |If you have any further
comments, come back to us.

One | ast general question, to repeat a question on

the private carrier, conmon carrier distinction. Wuld
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anybody have anything to add to ny question of what
obl i gations should fl ow from bei ng designated as a comon
carrier? \Wat conditions should we inpose? Wat should we
be | ooking at? How should you be operating differently if
you are a conmon carrier as opposed to a private carrier?
Hearing nothing, I will nove on to the next
category of questions, issues, which is looking at a fairly
preci se question, which is of the owners of an undersea
cabl e, which of those should be required to file as
applicants and thereby becone a |licensee? Should it be
every owner, no nmatter how small their ownership, no matter
how t hey, thensel ves, are providing business that becones an
applicant? And thereby becones a |icensee and thereby is
required to cone file if they want to transfer, just to
spell out what the real world inplications are on that.

MR. NAKAMURA: Kent Nakanura from Sprint. ']

take a shot at that one. 1In looking at the Landing Act, it
requires a license to | and the submarine cable. It's not
the ownership that has to be licensed. It seens that the

entity or entities who are actually landing the cable are
t he ones who have to obtain the |icense.

Now, | don't know that nuch about the private
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cables, private, private cables, if you will. But on the
consortiumcables, if you |look at nmany of these construction
mai nt enance agreenents, you will see that the termnal party
or the owner of the landing station owns not only the

| andi ng station, but all the way down to what they call the
beach joint, which is where the cable cones out of the
wat er .

So that being the case, | think there's very good
argunent to be made that it is only the termnal party who
is landing the cable. They're the only ones who are | anding
the cable. They're the ones who have to obtain the | anding
| i cense.

M5. ARBOGAST: Any contrary views?

MR. MJULETA: John Muleta fromPSINet. | think our
t houghts on that is that if you have anything to do with
control or operation of the system then you have to be a
licensee. | think that's a distinction that we like to
bring it in. | think I wouldn't sinply | ook at the CNVA,
but I would also | ook at, you know, what the role of the
licensee is in determning -- or the role of the particular
entity is in determ ning whether they should be a |icensee

or not. So | don't think we have a disagreenent. Maybe |I'm
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alittle less granular about it.

MR. COMHEY: Peter Cowhey. | think that there are
two different issues posed here. The first is an
i nformational issue for the purposes of the tools of the
regulator. To sonme extent, it's at that |icensing nonent
that you get a lot of the key market information that is
rel evant to judging the nature of concentration of market
power and the rest.

This is just sinply a factual problem You may be
able to separate it sonmehow fromthis particul ar way of
gathering the information, but right now, this is where you
get a lot of the key ownership information that is vital to
doi ng market analysis of the econonm cs of the market.

The second point I'd just make is that it may well
be that for the purposes of regulating the market to pronote
conpetition, that the right thing to do is to focus on, as
Kent suggested, the cable | anding parties as the nost
significant parties on the cable. But that's separate from
the i ssue of how do you get the types of information about
t he conbi nati ons of ownership on the cable that are al so
i nportant to your econom c anal ysis?

MR. TALBOT: Just a comment, that the Conm ssion
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has never required that every owner be a |licensee and that
if it was to go in that direction, this would greatly

i ncrease the burden of what are already very burdensone
appl i cations.

The key thing, and ownership information, though,
is supplied, so the Comm ssion certainly knows who all the
owners of the systens are. The key thing really is whether
or not the Conmmi ssion has jurisdiction over sone parties at
the USN, so that it has jurisdiction over the cable. And
that is exactly what it's getting now. So we really see no
reason to change existing practices.

MS. ARBOGAST: Wen you're saying that we have not
required it and it would be a substantial increase in the
burden, are you saying that there have been U. S. owners that
have not been coming in and filing as an applicant or
foreign, on the foreign side, that they have not been com ng
inand filing? Because | think it's the latter.

MR TALBOT: We believe it's the latter.

MS. ARBOGAST: (kay, take the question as we're
keeping on the U S. side of it, what would your answer be?

MR, TALBOT: | don't think we'd change that

response.
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M5. ARBOGAST: Any ot her commrents?

MR. NAKAMURA: Kent Nakanmura from Sprint.
actually had this discussion with the Bureau when we were
trying to figure out howto file the Tab 14 application.
And at first, the indication was that the Bureau wanted
everybody on the thing. But that didn't seemto nake a | ot
of sense, because | don't know how to get a certification
out of Cypress Tel ecom or Ross Tel ecom or sone of these
peopl e who own, you know, one tiny circuit on these things.

Then, after discussing that further with the
Bureau, they indicated that it would probably nake sense to
get certifications and applications fromevery one who was
also a U S carrier, and that seened to nake sense, sone
sense.

ARBOGAST: Every 214 hol der.

NAKAMURA:  Yes, yes.

5 3 B

ARBOGAST: Wy does that meke sense?

MR. NAKAMURA: The Conmmi ssion, | don't think,
woul d have jurisdiction over sone of these owners just as
owners. | mean, they don't provide service, they don't have
anyt hi ng except own, you know, interest in the there own

pl ant. But when you have people who hold 214s, then they're
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subj ect to the Comm ssion's jurisdiction.

So that, it seened to ne, rational and at |east
one way to look at this thing. Another way m ght be, as |
said, to look at it fromthe standpoint of who's |anding
t hese things and offer --

M5. ARBOGAST: Woul d your position be that if
you're landing it and you're not a 214 holder, that we don't
have juri sdiction?

MR. NAKAMURA: If you're landing it, you have to
get a landing |icense, no matter who you are.

MR. MJULETA: Rebecca, this is John Miuleta. |
think the question is, what do you plan to do with the
capacity once it gets to the U S.? If you plan to use it in
the U S., instead of -- there are situations where you m ght
use the capacity fromthe landing station to interconnect to
anot her cable, to go into another place, where you're
really, let's say, where you're really not termnating in
the U S., per se.

What you're doing is trying to get, for exanple,
you take a cable and you want to go to Mexico. And you
sinply just need to land it on the seashore. | think in

that case, that capacity is not really being term nated for
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use in the U S., which neans that that carrier should
probably not be burdened with having to becone a 214
| i censee, sinply for getting to the shore to interconnect in
anot her capacity to another cable, to go to another
| ocati on.

| f, however, that capacity is being term nated at
t he seashore for the purpose of being used within the U S.,
then | believe they have to becone a 214 and subject to the
U S |[aws.

So what | would be concerned with is that the U S
extends it to the former situation | described. The U S
asserts its jurisdiction over carriers that are sinply
termnating in the U S just to interconnect. That would
cause an issue for us overseas, where it would all ow ot her
countries to assert jurisdiction over us, where we're sinply
using that for transit services. Al we want to do is, you
know, get to Hong Kong so we can get to Singapore and those
are the circunstances.

You know, we don't want to be subject to very
burdensone rul es on the other end, sinply because we' ve now
changed how the U S. treats capacity that's transiting at a

| andi ng station.
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MR. NAKAMURA: This is Kent Nakanmura from Sprint.
W woul d concur with what John sent and point out that the
definition of foreign comunication originate or term nate
inthe United States, at |east since 1987, as | recall. The
Comm ssion said we don't regulate traffic that neither
originates nor termnates in the U S. but just goes on
t hrough to sonmewhere el se.

M5. RUFF: | had a follow up question for the
conversation that is going on between Kent and John. The
nodel seens to be that if you have U S. entities |anding
owners, etc., and putting aside the sort of scenario where
you're just comng through, really, to get to sonepl ace
el se, that then those entities should be |icensees.

But, Kent, you used the termcarrier, and I'm
wondering if there's a possible scenario where one of those
entities is not a 214 carrier. |It's, for exanple, a very
large ISP that is not a 214 entity, and if so, how does that
factor in?

MR. NAKAMURA: | am aware of situations where you
have, in fact, large carriers, capacity or at |east cables.

But they're not providing communication services, so they

take the position that they don't have to get any |icense.
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M5. RUFF: Ckay, so that's a possible argunent
there, that they would not have to be a |licensee, even
t hough they m ght be a | arge owner? Ckay.

(Pause.)

M5. ARBOGAST: Could I just follow up with M.

Tal bot and just ask a question? | understood you to say
that it would not be reasonable, there's no policy that's
served by requiring every owner to be a licensee and that
you woul d say that that's true even if we were just talking
about the Anmerican side of this.

Shoul d we have any rule at all as to who should
have to conme in and be an applicant, you know, a licensee,
or should we leave it entirely up to the parties to decide
who they, of all their owners, who they want to file?

MR. TALBOT: We think we should | eave that |argely
to the parties. |In fact, the najor parties usually do file,
but that gives you jurisdiction over the system which is,
we think, all you need.

V5. ARBOGAST: Because in practice, | think we've
al so seen nmany of the very mnor parties file and | wondered
if you all are doing that because you think you have to or

because you just want to?
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MR. COMHEY: Again, | want to enphasize that
think you woul d be best served to separate the question of
what information the act of the filing yields today, the
pur poses of giving you neani ngful information for regulating
the market. The question of the particular vehicle,
whet her, for exanple, you need a 214, you have the right,
even if you don't require a 214, to require different types
of information as part of the |icensing application.

So | don't think that we should equate the two.
And the point I'mjust making is that the information you
were gathering at the tine of licensing is inportant
information for the Comm ssion's ability to nonitor and
assess the market. And it should be careful about | osing
that information

That is separate fromthe question of whether or
not you insist on a 214 for everybody invol ved.

MR MJULETA: Rebecca, | think I concur with Peter.

This is John Muleta at PSINet. |1'm not know edgeabl e on
t he econ-speak, but | think what we're al so seeking is
transparency. | nean, | think that it's very inportant to
have transparency, especially when you have very |arge

systens with very big owners that could tend to dom nate the
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pr oceedi ngs.

So everybody, | think, should be after
transparency, if we could get it. | think the test for us,
fromPSlI's point of view, is what do you plan to do with the
capacity? If you plan to termnate it and use it in the
U.S., you should be a |icensee or at |east should be
acknow edged as part of the licensing procedure. What form
it takes, you know, or not, it's up to the Commi ssion to
decide what's efficient. But we want transparency as nuch
as possible in these systens, at |east today.

M5. ARBOGAST: One thing that 1'd just throw out
for people to think about is if we separated it out and
received, required certain information upfront on the
application and don't require 214, that's the second stage
of the transfer, and that's when, if you care about who's
owning it, you care about who cones in and succeeds in the
ownership. And so it's not just enough to get it the first
time and if you don't also track transfers.

Moving on to backhaul. | think I'd like to
separate this to backhaul in the U S. and backhaul in
foreign countries, because one of the things that we've

heard froma | ot of fol ks who have been in, talking to us
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informally, is that they're having in sone inportant narkets
aterrible time getting backhaul and 1'd like to start out
by tal ki ng about whet her there's anything that you think we
ought to be doing, where the problens on backhaul in the
U S. that we should be taking a look at, and if so, what
shoul d we be doing? And then nove to problens that there
may be in backhaul in other countries.

So, starting with the U. S., any comrents?

MR. NAKAMURA: This is Kent Nakamura for Sprint.
As | think some of the people here know, Sprint has been
rai sing i ssues about backhaul in the U S. for sonme tine now.
We think the Comm ssion has done a good job on sone of
these things. W probably haven't told you enough about it.

"1l give you an exanple. In the AT&T
I nt ernati onal non-dom nance proceedi ngs, one of the
commtnents that AT&T agreed to as a condition of being
regul ated as non-dom nant, was to put out for public bid the
so-called terrestrial restoration network. And what that
network is is a land network that links all the cable
stations on the East Coast of the U.S. with the consortium
cable stations, so if one of themgets cut or goes out, you

can cut over. You know, on a hot standby, to a back up
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cabl e.

Until the Comm ssion got involved in this, this
provi sion of service was not there, not regulated. They'd
send a bill and we would pay it. But after AT&T put this
function out to bid, in Sprint's case, at |least, we are
saving in excess of $1 million a year as a direct result of
doi ng, having that bid put out conpetitively. And that, we
think, is the kind of thing that the Comm ssion can do,
shoul d do, and is good at.

MS. ARBOGAST: Thank you.

MR. TALBOT: Could I just comment generally about
U.S. end issues here? If you | ook back over the past four
years, the Comm ssion has now had four najor proceedings
that have | ooked in great detail at market power issues on
the U . S. end of subnmarine cables, beginning in the AT&T non-
dom nance proceeding that Kent referred to, to the AT&T BT
proceedi ng whi ch has just concl uded.

And the findings in those proceedings are
consistent and very clear, that no U S. carrier has any
mar ket power on the U S. end of subnmarine cables. No U. S.
carrier has any nmarket power over cable stations and

backhaul is conpetitive. And that the issues regarding
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cable stations really raise contractual matters, not
conpetitive issues.

Those findings really resolve a | ot of these
issues and really leave very little to be the subject of any
further proceeding.

MS. ARBOGAST: Thank you. Any other views?

MR. MULETA: | think fromPSINet's point of view,
it's the whole inquiry has to go as to the design of the
systemthat you' re approving at that point. For exanple, if
there's no commitnent in the CWNA for, you know, just
readabl e or non-discrimnatory access to backhaul facilities
that, again, would throw a signal about the market power
that's being exercised by the persons providing the backhau
facilities.

From our point of view, we spend a significant
anount of tine as a contractual matter getting those things
down on paper, as an enforceable right that we have in a
cable system Currently in the systemthat we're invol ved,
we have not seen a problemon the backhaul side. But that
doesn't nean it won't rear its ugly head, but it's just
sonet hing that the Conm ssion ought to be aware of, and

review as it reviews its application, to be |ooking at for
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certain things, like are there two separate parties who are
provi ding the backhaul or is it a single entity at al

poi nts? You know, that makes a difference about the narket
power that they're exercising over that particular cable
system

M5. ARBOGAST: Do you or anybody el se have any
t houghts on what we should do? W look at this and we find
sonething, we find that the CMNA doesn't allow collocation
inthe US or we find that there's only one backhau
provider that's allowed. Should we do anyt hing?

MR. MJULETA: | think fromour perspective, that's
when you shoul d ask, start asking questions and, you know,
that's when the inquiry goes into, for exanple, is this a
thin route or is it a very conpetitive route? If it's
conpetitive, then I would have | esser concerns about there
being a problem You know, people are willing to take on
contractual risks, even though it's apparent on its face
that there are, you know, system c design issues and that's
fine, you know. That's a risk they're willing to take. But
if it happens to be a thin route, and maybe this is how
peopl e are exhibiting their market power, you know, we ought

to be worried. As a matter of policy, as a business -- as a
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busi ness issue, you know, we'll deal with that separately.
But as a Conmission reviewing it as a potential action,
those are evidences of a systemi c problemthat m ght take
pl ace.

MR. COMHEY: | have no wish to relitigate various
matters about cable |anding |icenses of the past. | do
think the fact that we're here today indicates that the
Commi ssion felt that investigation of these nmatters
suggested that there were conpetition problens in the nmarket
that still required further understandi ng and anal ysis and
possi bl e acti on.

Having said that, as a prelude to saying that |
don't think the past decisions have di sposed of these
guestions, there are just two points | want to nmake. The
first is that an undue enphasis on backhaul overl ooks the
fact that, at least in ny judgnent, it is the totality of
the control over the various inputs to the provision of
international transport services that have to be | ooked at,
not just one segnment such as backhaul. Although certainly
backhaul is one of the worst problens in the marketpl ace.

The second point | would nmake is that as you

rightly said, you woul d expect that all other things being



equal, that the U S. market is better than foreign nmarkets
inregards to this input to the market, conparatively. It
does not say that the U S. nmarket operates perfectly, to say
that it is better. Then the question becones in regards to
the foreign market backhaul, which perforns worse, in
general, than the U S. nmarket, what neasures woul d best
address that? And | think that one of the very difficult
problens for the Comm ssion is the one that it perennially

faces when it tries to undertake regulatory intervention in
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foreign markets in order to insure conpetition

It is that these neasures are often hard to

nonitor conpliance with, hard to enforce,

and even to the

extent that the Conmmi ssion both has the neans and the wil |

to do so, there are ramfications politically that make this

as an ongoing task, difficult for this Comm ssion to

mai nt ai n.

So while the Commi ssion is not hel pless,

very messy job. And if it

is difficult to maintain

conditions about the availability of critical

infrastructure

this is a

in the United States and the | ocal exchange market, it is
even nore difficult to do so in foreign nmarkets.
So it's for that reason that d obal Crossing, at
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| east, thinks that the backhaul problem should be viewed as
part of the package of the inputs to production and the
Comm ssi on shoul d be | ooking for a method of encouraging
conpetition that will be less intrusive in ternms of day-to-
day intervention in the marketplace of foreign countries
while still providing the right incentives. W'Ill get to
that later, | have a feeling, but that's sinply the point |
want to make about backhaul .

MR. NAKAMURA: Kent Nakanmura from Sprint.
wanted to echo a ot of Peter's thoughts because |I took a
| ook at the legislative history of the Landing Act. And
there was a very interesting quote from Senator Kellogg who
introduce the bill, and I thought it was worth repeating.
He said, "Let nme give the senator an illustration. The
first thing that occurred to the commttee was that we
shoul d make a general rule that no cable should land in the
United States which connected with a cable having a nonopoly
in a foreign country. It inmediately was seen in sonme cases
that it not only woul d operate agai nst American interests,
but woul d be inpossible to conply with at all, because a
nonopoly to the foreign country was neither under the

control of the American country, who were the Anerican
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governnment, and we found in several cases where it was
necessary either to grant such landing |icenses or deprive
ourselves of cable facilities.” Not a new problem

MS. ARBOGAST: Kerry?

M5. MJURRAY: Kerry Murray from M Wrld Com |
will say | think the Commi ssion's policies have served the
mar ket quite well and the nmarket is becom ng nore and nore
conpetitive. There are nore carriers that are building
cabl e landing stations and, for exanple, in U S. cable,
we' ve got seven backhaul providers on the U S. side, and
actually seven on the Japan side, which is conpletely
unprecedented. That neans you' ve got seven carriers
conpeting for backhaul traffic.

And | don't know where you would draw the line

bet ween consorti um cabl es and non-consorti um cabl es. |'d be

curious to hear about what G obal Crossing does in terns of
maki ng cabl e station access avail abl e and conpetitive

backhaul. | mean, | don't know how you nake this

di stinction between consortium and non-consorti um cabl es and

how is it valid?
MR. MJULETA: Before Peter is witing his notes,

"1l just nmake one point. One of the things that happened
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on Japan U.S. was that there were parties that were not the
traditional carriers, that insisted very strongly that there
be a diversity in backhaul providers and mnimm especially
at the landing station side.

So this is something that the Comm ssion ought to
encourage and ought to be taking a look at as they're
reviewing, if it has a chance to review these applications.

But | think what we want to nake sure of is that this is
not something that people willingly did, but it was a matter
of the market dynam cs and of certain, you know, carriers
insisting that's the way they're going to invest their
capi tal

So what we want to do is not have the Comm ssion
set rules that prevents that sort of behavior not to happen
again. | nean, so JUS is very unusual and we hope it
continues in that direction with other cable systens.

M5. ARBOGAST: Could you just restate the | ast
sentence agai n? You want the Comm ssion to --

MR. MJULETA: | mean, what we want is the
Comm ssion to encourage people and | think this is about the
structural ownership issues. Wen you' re financing a cable

system and essentially you're raising a lot of equity in the
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mar ket pl ace. And what that allows various actors to do is
be able to exert the power of their capital in the way this
systemis designed.

So, for exanple, if it's entirely a private cable,
what happens is the design is the design. You know,
what ever that person wants to insist on, whatever backhau
they want to put in it, you' re sort of captive to that
design. If it's a nore public, let's say, nore consorti a-
| i ke cable systemand it is nore open in terns of equity
i nvestnents, and so your dollars actually really count, then
you can insist on certain behaviors on the, for exanple, on
the side of the landing station providers. You know, that
t hey have backhaul providers that are conpeting, that they
have a couple of diverse or nultiple diverse |anding
stations. These are all, and that there be non-
discrimnatory access to those facilities, okay.

And we can enforce those through contractua
terms. So that's sonething that the Conm ssion has to keep
in mnd as it |ooks through the structural ownership issues.

I s that behavior being allowed to take place? And we

shoul d not set any rules in place that will prevent that

sort of activity fromtaking place.
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MS. ARBOGAST: Thank you. Peter?

MR. COMEY: | had a feeling you were | ooking at
me. Let's start with the question of how robustly
conpetitive is this market today in backhaul and in cable
| andi ng stations? Again, without trying to relitigate past
proceedi ngs here, | think that the point that I would sinply
suggest that the International Bureau staff |ook at is the
current degree of concentration of ownership of cable
| andi ng stations and a backhaul in the key, let's say,

Eur opean and Asian markets. And take a | ook at the
ownership by parties of those cable | anding stations and of
backhaul , and see how nuch structural diversification there
really is.

If, for exanple, you | ooked at the United States,
the United Kingdom France, Germany and Japan, woul d the
Commi ssion find a significant degree of control or cable
| andi ng stations by a handful of parties? | would suggest
that the record woul d show that w thout draggi ng us through
all the specific nunbers.

The second question that the Conmm ssion m ght ask
itself, to the extent that it decides to focus on this input

to production is whether or not the weights and prices
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charged for backhaul, let's |leave aside the U S. narket for
the nonent, for infornmed markets for backhaul, are truly
conpetitively priced. And one has to recognize that the
anount of noney involved in the pricing of backhaul is a
very significant revenue pool.

For exanple, if you took a |ook at a typical
nodern cable, let's choose a random one, JUS, there are
about 2,500 STMLs on the cable. And the revenue pool off
those cables is potentially quite significant.

Again, without trying to estimate the precise size
of the revenue pool, if you were tal king about revenue for
backhaul of, let's say, $1 mllion a year for STML, that
woul d be a revenue pool of $2.5 billion per year. This is a
| ot of nobney on a cable that for the transoceanic link only
costs $1.2 billion to build. It gives you sonme sense of the
magni tude of the pools of revenue invol ved.

Again, I'mnot trying to actually get to the point
where we're relitigating the past. Wiat |I'mreally trying
to dois lead to ny final point, which is that I think on
the face of it, you would find that this nmarket renains
significantly concentrated. Then the right question for the

Commi ssion is, well, how do you think about this in terns of
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conpetition? The point that at | east G obal Crossing has
been naking is that the traditional consortium cables have a
conbi nation of all ownership that have the ability to

coordi nate and an incentive to coordinate their control of
inputs to production in such a way as to be able to exercise
mar ket power .

It would be highly unusual in ternms of the
Commi ssion's traditional econom c analysis to believe that
t he newconer entrant in the marketplace should be anal yzed
wi thin the sane framework and has the sane ability to
exerci se market power. But those are the questions the
Comm ssi on shoul d be asking itself.

M5. G NSBURG Mndy Gnsburg with Via-Tel. A few
points, | think, for what Peter said and sonme of the other
comments we've heard. Via-Tel is usually described as a new
entrant, small carrier, maybe even the snallest carrier at
this table. | would urge in this whole process that when
you start to |look at the aggregate market power on a cabl e,
you then take the next step of whether there's harmin the
market, as a result of the ownership structure. And it
seens to me on, certainly to us on the transatlantic route,

that with the incredi ble nunber of new entrants, not just
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Vi a-Tel, but the incredible nunber of new carriers on cables
provi ding service in Europe, with the decline in prices on
the major routes, perhaps there isn't harmin this market.
And doi ng sweepi ng, conducting a sweepi ng exam nation of the
ownership i ssues may not be a productive endeavor

And that brings me to a point that Jimnmade
earlier, which is remenber to keep in mnd the internationa
i nplications of anything the Conm ssion does. Even the
si npl e asking of a question raises an expectation that the
Commi ssion is going to regulate a market. And | cannot
overstate that. So I know who wi tnessed evidence of that is
t he European Conmi ssion's Recei pt Study, where they've said
they're going to watch what the FCC does cl osely and exam ne
whet her they need to do sone regul ati ng, do additional
regul ati on and take steps that nay affect the entrancability
to obtain market access there.

So | would urge you throughout this process to
think carefully and consider carefully that sonetines the
asking of a question is not nerely the asking of a question,
but that bringing ne back to Peter's point of, it is the
fact of ownership structures, the various nodels that exist

today on undersea cables, we're seeing a |ot of change. It
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isn't, there's no longer just the large carriers on cabl es.
You have G obal Crossing, you have conpanies |ike Via-Te
on dobal Crossing as well as the JUS cable.

So, again, asking to focus on what's the harmt hat
we' re seeing before we sort of leap into a broad exam nation
of whether the fact of nultiple owers on a cable causes a
probl em

MR. TALBOT: Jim Tal bot of AT&T. Just a couple of
points. You know, the Comm ssion has been dealing with
mar ket power issues in international telecomunications for
50, 60 years now. And has a no special concessions rule
that we think deals very effectively with the kind of issues
that G obal Crossing has raised in the past. The Conmm ssion
pl aced prinme reliance on this in the Japan U S. proceeding
and we think that is the way to go forward.

Regar di ng arrangenents with foreign, non-dom nant
carriers, in the traffic area, you' ve reached the concl usion
that that can largely be left to the marketplace and we
think that is the right way to look at it.

Arrangenents on cables are al so changing. One
reason why all of this is coming up is that the practice for

the past two or three years has been for U S. carriers to
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buy end-to-end capacity on cables. This neans that U S.
carriers are in foreign markets, looking for nultiple cable
stations, conpetitive provision of backhaul. And that is a
very pro-conpetitive thing. 1It's consortium cables where
US. carriers are able to negotiate these arrangenents with
foreign carriers. On private cables, U S. carriers don't do
the negotiating. 1It's the private cable operator and, in
fact, those cables at the foreign end are frequently far
nore restrictive than consortium cabl es.

One final point. Under the old Ecko test, we
didn't used to let foreign carriers with market power into
the U S. market on their route, where they were cl osed at
the foreign end. That was how we dealt with foreign market
power problens. |If you step back and think about what we're
doing here is, we're potentially limting foreign market
access by non-domnant U S. carriers, unaffiliated with any
carrier on the foreign end. This is a very perverse,
reverse kind of Ecko test, that would actually limt US. 's
carriers access to some of the nobst cost-effective
arrangenments for getting their traffic into foreign
countries.

This is not what any of us intended, we believe
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t he USDR Comm ssion intended, in encouraging us to open our
mar ket s under the WO agreenent, and we think would actually
i npede our ability to take advantage of the benefits, the
har d-won benefits we got through the WO agr eenent .

M5. ARBOGAST: Could you just spell out your
thinking a little bit on how, what actions would nmake it
harder for U S. non-domi nant carriers to enter the foreign
mar ket ?

MR. TALBOT: Well, it appears that the direction
that Peter's comrents would push you woul d be in | ooking
critically at foreign-end arrangenents for things |ike
backhaul and cable station access and conditioning or
denyi ng applications, based on how conpetitive they are.
That basically is pushing you in a kind of reverse Ecko
position, where you're limting US. carrier's ability to go
on cables that offer themthe nost cost-effective neans to
get their traffic into foreign markets, even though they
have no market power in the U S., no market power on the
route, and no affiliation with any carrier with market power
at the foreign end.

M5. ARBOGAST: | think John had sonething, then

assunme Peter?
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MR. COMHEY: Thank you, John. If only the
Redski ns had such an effective defense. There are several
things | think that were just said by Mndy and Ji mt hat
think are worth thinking about very carefully.

The first is the question of changes in the
mar ket pl ace and the inplications of any decision by the FCC
to undertake a further action in this area, for either
pronoting or retarding changes in the nmarketplace. The
second point is the point about whether there are
differences in the world anong different routes and
different parts of the world market. And the third question
is whether or not the FCC, if it undertakes further action,
shoul d focus on trying to m cromanage the foreign end of a
U S -originating and termnating cable. Let nme speak to
each of those very briefly.

First, as to the inplications of the FCC deciding
to undertake further action, | think that d obal Crossing
woul d agree that we are in a world where there are w nds of
change. There are currents that are opening possibilities.

But it is equally true that there are significant profits
and incentives for resisting speedy change in the

mar ket pl ace, and where we are is in a bal ance between these
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two sets of forces.

Now, any econom st at the Conmm ssion would tel
you that you should always | ook forward and then | ook back
in good strategic analysis. And essentially, if the ngjor
pl ayers in the marketplace with market power believe that
going forward there is significant Comm ssion scrutiny,
attention and seriousness, as mght be indicated, for
exanpl e, by undertaking an MPRM they will start to
recogni ze that the wi nds of change are winning. That the
status quo is | ess viable.

If, on the other hand, they | ook forward and see a
world in which the Commi ssion has said that it is concerned,
but not going to undertake neaningful action, there is a
greater tenptation to see if you can show of f the status quo
to sl ow down change in the marketpl ace.

Now t he way in which Comm ssion action would be
read depends on what the Comm ssion does in an MPRM  For
exanpl e, the European union study did say that it would | ook
carefully in the future at what the FCC was doing. The sane
study noted that it was costing nore to build out
terrestrial networks in Europe than it takes to build an

undersea cabl e between the United States and Europe, and it
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not ed, curiously enough, that individual carriers are
willing to do this in terrestrial Europe, but you seemto
still have consortia dom nating the building of
i nternational cabl es.

So it's not clear that the European union would
read an action by the FCC that really was designed to deal

with the structural problem of conpetition in an adverse

way.
Now t he second point, the difference in routes.

I ndeed, | think that everyone here can agree that there is

sonme variation anong regional routes. | certainly heard

agreenent that thin routes were different than high traffic
routes. But | believe that there is also a significant
di fference between sone very selective high traffic routes
and nost high traffic routes. There are a few places in the
worl d where there is nore advanced conpetition, mainly in
the North Atlantic, than in the rest of the world. And an
FCC proceedi ng should be able to deal with that distinction.
The final point is the question of should the FCC
i ntroduce sone sort of a perverse, reverse effective
conpetitive opportunities test that |leads it to deny foreign

carrier entry in the U S. or mcronanage forei gn narkets.
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You know, we conpletely agree with this point. The FCC
shoul dn't be engaged in m cromanagi ng the foreign market.
That is not the same as the notion that the FCC shoul d stand
pat or do nothing. There are other alternatives avail abl e
for FCC action, and that's where | hope we turn to later.

MR. MJULETA: | think PSINet would like to add one
thing to this discussion which is, if you can elimnate the
notion of half circuits, that would really help. Because
that's one of the fictions that causes an inbal ance in the
mar ket pl ace. |If a foreign carrier has no interest in
term nating capacity into the U S., then they can sort of
avoi d com ng under the purview of conpetitive rule, you
know. [|'massumng that the U S. has good conpetitive
rules. But, you know, if they can have a half-circuit
mechanismthat allows themto say that's your problemon the
U S. side, you guys deal with it, we'll keep our markets
cl osed of f.

Qur preference, as noted by AT&T and you see a | ot
of American carriers, we want to go whol e hog, we want to
buy the whol e piece, and we want to force the foreign
carriers to open up their markets, okay. And interestingly

enough, people who are in the Internet business, know that
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the U S. is a very inportant market to the foreign carriers.
So that is what's forcing a | ot of change in the
mar ket pl ace.

So the fact is the U S. is where everybody wants
to get to on the Internet, for whatever reasons, is causing
people to want to buy the whole circuits and keep them vyou
know, keep the inputs to thenselves. And if we can force
the foreign carriers to act that way, that will force their
governnments and their sort of closed systens to open up
their markets for conpetitive backhaul |anding station
access.

Qur belief, our experience, tells us that Japan,
okay, is beginning to change in that sort of way. W see
ot her markets where we don't see that happeni ng and we sense
it's because people are allowed to keep with the half
circuit fiction that goes on. So, in particular, one that
I"d like to bring up in a public forumis Hong Kong, just to
be noted, okay.

M5. ARBOGAST: What I'd like to do is |I'"ve just
been passed a note that says we're, | think, out of tine on
this topic. This topic, predictably, has sort of slopped

over into the next one, which is ownership structure. Wat
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l"d like to do before noving into discussing nore sone of
t he econom c issues of the ownership structure that are
keyed up for the next one, is take that comrent and nove off
of it to talk about problens that fol ks are having in
foreign markets and ideas that you have of things that we
can do, either in the context of this sort of proceeding, or
any other forumthat we have for action that would help do
things like elimnate the half circuit nodel or open up
backhaul cable | anding conpetition in general in the foreign
mar ket s.

What could we do to elimnate the half circuits?

MR. MJULETA: | think as a condition of granting
the license, you can ask people that they have full capacity
onit, that they have to own it end to end. There are
comercial ways that you can get rid of -- | nean, if a
conpany, for one reason or another would prefer only to have
a half circuit, there are comrercial ways of dealing with
that. So | don't think it's a barrier for doing business.
But it certainly, this would send a signal towards opening
up the other side of the market. That's when we really see
where the problemis fromPSINet's point of view, is on the

foreign side on backhaul. And things that cannot be dealt
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with on a contractual manner.

You know, when you have a regul ation that says,
oh, you have to be a national carrier to termnate the
capacity in that carrier, and then you have ownerl ess
conditions for becomng a licensed carrier, a Type 1,
what ever. That creates a huge barrier for succeeding in
t hat mar ket pl ace, for opening a backhaul and | andi ng station
access.

MR. NAKAMURA: Kent Nakanura from Sprint. |'m not
sure what kind of problens that John is referring to, which
| think are very real problens, are really, you know, the
probl ens of the cable systens. Tom Mclnerney is here. He
can correct nme if I'"'mwong. But |I think the way nost of
t hese nodern consortium cabl es are organized is that you
have new points. You know, it's |ike noney. You buy, with
t he new points, you buy hal ves, you buy whol es on these
things. You spend it any way you want. You can buy it on
particul ar segnents. | think that's right, isn't it, Tom
you can put it wherever you want to termnate it? | nean
once you get to the other side, you nay have a problemw th
the kinds of things that John was tal king about, but |I'm not

sure that it's a problemof the cable systens' organi zati on,
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per se.

MR. MJULETA: If | can just make a coment towards
that, I nean, | think what we were trying to answer is the
guestion of where do you have problens with backhaul and
| andi ng stations? And what we see is where the players have
no incentive to be in a conpetitive market. That causes a
probl em

You know, if you have one of the |anding station
parties that sinply refuses to play on both sides of the
mar ket and they say, well, you know, we'll just buy our own
hal f circuit, whatever, and that's the only thing we need
out of this, whether they do it through the new process, you
know, however they get to it, as long as they have no
incentive to be in a conpetitive market, that creates a
problem That's what we're trying to push for, and that's
sonet hing that the FCC can hel p.

" mjust throwi ng out one concept, that maybe
there could be a better way of doing it.

MS. ARBOGAST: Any thoughts or conments on
probl ens people are having on the foreign end and things
that we can do to hel p?

M5. G NSBURG M ndy G nsburg. What was done,
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frankly, in the JUS cable was very hel pful. The discussion
and exam nation of the agreenent that ended up clarifying
the availability of backhaul was incredibly helpful to snal
carriers. And as Kerry noted earlier, you know, we see
seven backhaul options on the Japan side. That's great. So
we woul d endorse continued nore of a case by case
exam nation of issues |like that.

M5. ARBOGAST: Even though | have the scars to
show for that. Any other thoughts?

MR. NAKAMURA: Kent Nakanura from Sprint, again.
My understandi ng and again |I'd ask Tomto confirmthis is
that the three | anding stations owned by separate owners in
Japan and the two landing stations in the U S. were set up
only for the application, never showed up at the Comm ssion.

| nean, the Commi ssion shouldn't, at |east from what ny

internal clients are telling ne, is that the Comm ssion
shoul dn't underesti mate the power of that conpetition is
bringing, even to the world of submarine cable systens.

| think on China U S., the Comm ssion encouraged
the applicants to reopen the cable systens through the
initial parties, but really, that wasn't driven as nuch by

the Conm ssion as it was by, you know, conmerci al
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i nperatives. W saw that they weren't getting the business
and that if they didn't sell off this capacity, they' d be
stuck with it, paying the operations and mai nt enance for 25
years while Japan U. S., which was, you know, eight tines

bi gger and much, nuch cheaper was com ng al ong right behind
it. So the conpetitive process is very, very inportant and
shoul d not be underesti mat ed.

The other thing that Sprint, at least, is afraid
of is that if the Comm ssion gets into the role of trying to
extract concessions fromforeign countries in exchange for
allowing the cable landing license, in addition to the, you
know, | egal problens with the WIO agreenent and what have
you, our business here is that, you know, these foreign
carriers are going to say you are too hard to do business
and we don't want to do business with you anynore. We'l|
| and the cable in Canada or we'll land it in Mexico and
we'll just bring it over terrestrial facilities, so that we
don't have to deal with, you know, these difficult problens
anynore.

And then if that happens, the danger ends up, the
US. carriers will be excluded potentially as initial

parties on sonme of these cables. And if you can't get in as
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an initial party, a lot of times, you know, you don't get
the best pricing on these things. You have to cone in |ater
and pay nore, in which case the Conm ssion would end up
raising prices for the U S. carriers and, ultimately, for

t he consuners.

V5. ARBOGAST: Any ot her commrents?

MR. MC | NERNEY: Tom Ml nerney from AT&T. | just
want to support what Kent just suggested. | think the
current environnment right nowis one that allows what |
consider to be a non-dom nant U S. market right now, not
dom nated by any one carrier, to be very conpetitive in the
open nar ket .

| think that the negative side of that would be
that very nmuch in that position, we can't have a situation
where tenporary delays or significant delays occur with a
guestioning nature of the Comm ssion. The Conm ssion shoul d
make decisions, in nmy mnd, very, very quickly. And the
conplication with that is that we have a world that changes
very, very quickly and is a little msleading in its data.

The exanple that I'lIl highlight for this is, 'l
go back, I know we're not doing any pleadings here, but

since we've brought it up a nunber of times right now, Peter
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has, we'll | ook at the marketplace in the Trans-Pacific.

What we had to do in Trans-Pacific was conpare a 400 gi gabit
cabl e that was announced to an 80 gigabit cable that was
announced. Now even in the neetings, we knew that they were
bot h technol ogy equival ent, but yet, we were chal |l enged why
we weren't noving to 640 with the 400 gigabit, instead of

| ooking at the 640 for the 80 gigabit, okay.

The conplication with that was that the foreign
end just couldn't understand the direction conpetitively
when a larger cable with nore conpetition was being put into
t he mar ket pl ace, okay. So the understandi ng of the
environnment in the foreign end was very difficult, okay.

Li kewi se, the |leveraging that we were doing al ready, and
John mentions the truth -- | mean, it was very nuch a U. S
battle into the foreign end. W had al ready noved to three
| andi ng points, much nore conpetitive than the current offer
fromPC-1 on a conpetitive basis for backhaul. So they just
couldn't understand our definition of conpetition.

They clearly didn't understand the foreign nmarkets
of | ooking at what the definition of the carrier ownership
was. At the tine they were both filed as private, so

clearly that wasn't a definition they even understood. So
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it'"s really the effect on the marketplace that we have to
take a | ook at.

One other thing. Things are changing and one of
the comments | want to nmake right nowis that we really do
need to | ook at where these marketplaces will be going.
Many tinmes, the filings that are associated nany of these
cables are filed at a very low level, not including and
i ncorporating the upgrade. So if you look at a filing,
Trans-Atlantic, originally, in a private cable environnent,
it mght ook |like the equivalent of the Trans-Atlantic
capacity when it's first originally filed. But the
Commi ssion isn't told where that capacity mght go and it
isn't told what the | evel of upgrade is capable of doing.

So we al so have to watch the timng of the data
that is comng into the Comm ssion on market power, etc.
And the conplication | have right nowis that the foreign
end many tinmes understands that and knows that technol ogy
and can't understand the | ogic behind the Comm ssion's
conclusion. They think that there will be nore capacity,
therefore, nore conpetition, and clearly, in nmany cases,
they see nore participants as nore conpetition. Thank you.

MR COMEY: | don't think it would be appropriate
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to get into an argunent about the anpbunt of capacity and how
these things are neasured at the nonment. The point | sinply
want to make is that there's sonething ironic to sonme of the
conversation here. The irony is the follow ng, that many of
the long distance carriers in the United States would tel
you, rightly, in ny judgnent, that it is not sufficient to

say that there are wi nds of change in the | ocal exchange

mar ket .

They woul d say, instead, that there are structural
reasons and capability why |ocal, incunbent |ocal exchange
carriers will exercise market power in a way that will slow

the evolution of conpetition and inprovenent in consumner
benefits.

Simlarly here, we have the beginnings of sone
conpetition in the marketplace, nuch |ike MSF and Tel eport
in the 1980s. But we have sonething that is far short of a
robustly conpetitive market. And we still have a common
practice of the largest carriers in the nmarket conbining
into conmon cables, in which there is an ability and an
incentive to exercise nmarket power. So that there is
change, no doubt, but to conclude fromthat that there is

sufficient change that neets the goals of the Comm ssion, |
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doubt .

MR NAKAMURA: |f | could, Kent Nakamura from

Sprint. First, | think the situations are distinguishable.
O course, the ILEC industry is one over which the

Comm ssion has full jurisdiction because of the '96 Tel ecom

Act. And second, when responding to Peter's second point,

speaking only for Sprint -- maybe they're not one of the

| argest carriers -- but our incentive, our desire, is to

obtain high quality facilities at the | owest possible cost

and that's it.

| was talking to an internal client, asking about
this. He said we're agnostic. He said if it hel ps our
bottomline to buy capacity on a private cable, we'll do it.

W own a |lot of NECI one and --

M5. ARBOGAST: | think we're noving into a
different topic and 1'd like to stay for a mnute on --
we'll get to that, but 1'd like to stay for a mnute on any
ot her comrents that people have about what could be done
legitimately and effectively by us to respond to the
pr obl em

Frankly, we've heard fromvirtually every one of

you who have cone in and tal ked to us, which is problens of
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getting into the foreign market and having conpetition on
that foreign end. So, can we just stay on that for a mnute
and then we'll switch to the other conpetition issues? I'd
just like to ask if people have any other thoughts on the

i ssue of what we can do?

MR. COMNHEY: Rebecca, you can tell nme if this
noves into the other topic you want to avoid. But the point
I"d just make is that there is an assunption that you have
to m cromanage the foreign market in order to address the
conpetition problem that is, you have to inpose a continued
condition, like JUS or even greater and stronger neasures of
intervention in the foreign market, and |I don't believe that
assunption shoul d be made.

MR. MJULETA: PSINet would |ike for you, the
Comm ssion, to take decisive action in marketplaces where
we're not allowed to own whole circuits. That is affecting
our business. W are aware of certain international
carriers that are wanting to keep the half circuit regine
and apply it to new products or new services, such as data.

W think that's a m stake and we ask the Conm ssion to act
decisively in that area, because that's a fiction that does

not allow the benefits of conpetition to come to the various
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pl ayers.

M5. ARBOGAST: | take it you're not in favor of
the argunent that we should apply the counting rate regine
to the Internet backhaul ?

MR. MULETA: M chairman has efficacies that he
uses wWith that counting reginme, so we'd |ike for you to get
rid of that, as well.

M5. ARBOGAST: Any ot her coments about the
probl ens fol ks are having on the foreign half of this?

MR. NAKAMURA: Question for you. Sone of these
things | thought had been addressed by the WO and is the
Comm ssion talking to some of these foreign regul ators?

M5. ARBOGAST: ©Oh, we do all the tine. Yeah,w we
do and all the tinme, yes. But, it's usually -- we talk to
them that sort of action that | think is very inportant.
We'll continue to do it. [It's an educational process. It
is talking to them about why it is at the end of the day
fundamentally in their own interest to |iberalize and open
up their markets to conpetition.

Just this nonth we've nmet with Singapore. W're
going to be neeting with Hong Kong. W had a video

conference tal king about conpetitive safeguards wi th Japan
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that was schedul ed for tonight, but that will be postponed.
We had bilats in Europe. | know you know, many of you
know, that we've been working extensively with the Gernman
regulator on this, the Italian regulator. | nmean, that is a
bi g piece of what we do and we continue to do it, and we
will continue to doit. W're very comritted to that.

Good question and | guess | assuned that everybody
in this roomknew those efforts that we had been taking,
that we continue to take with our counterparts in other
countries. And | was asking whether there were any ot her
vehicl es that we m ght appropriately use in addition to
that, which is, as | said, work that we do that we w |
continue to do.

MR. TALBOT: And just to, | guess, point out the
obvi ous that, of course, the underlying problemin many
mar ket s that although the WO agreenent on basic tel ecom was
a good one as far as it went, there are still many countries
out there that are non-liberalized. And it's certainly our
hope that in the next round, there will be sone focus on
telecomthat will get nore countries opening up and we'l |l

have nore accel erated conmtnents by those that have opened

up.
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MS. ARBOGAST: And we, of course, conpletely agree
with that. | think that where we have focused our efforts
is on recognizing that no matter how good that agreenent
was, if inplenentation is |ess than vigorous, the agreenent
that's done at the end of the day isn't going to do nuch but
open up our nmarket. And so that's why we' ve been working
very, very aggressively. And many of the regulators conme to
us and seek our help in trying to figure out how to put in
conpetitive safeguards. So | think that we have been
focused very much on inplenentation, hel ping other countries
i npl enent .

Al'l right, we're going to nove to structura
ownership. | think Pat a couple of questions. W're con ng
into the mddle of a conversation that's been going on that
| interrupted a bit to get us back on track. But let's go
back to the issues of whether there are certain ownership
structures that raise conpetitive problens.

MR. DEGRABA: | think a start way of putting it is
to note that in the donestic markets we have in the U S
probably seven or eight independently owned small business
networks and a | ot of providers who don't own any of the

networks were able to then buy capacity on these independent
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networks, that can al so i ndependently increase capacity.

If you'll look Trans Pacific, you see a very
different structure. You see sort of everybody or virtually
everybody who wants to go across the Pacific all owning one
network that then expands capacity, sort of as one unit,
rat her than a | ot of independent capacity owners that can
expand capacity unilaterally. So there's two questions.

The first is, why should undersea cable | ook so
much nore different than donmestic terrestrial cable? And
t he second one is, should we be worried about it?

MR MJULETA: Can | go?

MR DEGRABA: Sure.

MR. MJULETA: | think the ownership issue recently
has become one of financing, not of -- | mean, it's really
driven by financing and where the denmand of new services,
such as the Internet are taking various players.

W don't think, for exanple, what happened in the
Pacific is, fromour understanding of in the marketpl ace,
there was a period, a tinme |ag, between the delivery of new
capacity and where the nmarket was heading. So things becane
very tight and peopl e | ooked out and forecasted the capacity

t hey needed and joi ned various systens, because there wasn't
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time to wait to design it yourself and build the third or
fourth or fifth cable system

There is a lot of issue that people were trying to
determ ne. For exanple, is it easier to outsource project
managenent of a construction of a cable, even if you have
the capital? 1Is it cheaper to pull your capital to build a
systemthan it is to go on it by yourself? Wat sort of
risks are you willing to take? Should you | et sonebody
build it and then take resale rights as you describe the
US to be?

So | think various players nade their decisions.
And as it happens, given the situation in the marketpl ace at
the time the decisions had to be made, the one that seened
the best optimzation of risk of capital was the one to join
a consortiumtype of cable. Because it gave you both the
benefits and -- the benefits of equity participation, which
is that it allows you to have sone control, sone say over
the capacity of being built and designed. And second of
all, it provided you a better price, because you could
negotiate -- well, let nme step back a m nute. Because you
were providing capital, you could design the systemin a way

that allows you to have conpetition on the backhaul side,
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which, in effect, lowers your unit cost for the system

So there's a whol e bunch of factors that cane
together as to why certain parties nmade decisions in the
Pacific. So | think our answer is that the ownership issue
is really one of capital today, how fast you can assenbl e
it, how nuch risk you're willing to take for your equity,
for your capital contribution. And I don't think we should
forecl ose consortiumtypes of bills, because it is a
response of the marketplace to share risk. And | think
that's what's taking place today.

MR. DEGRABA: Peter seens to be antsy here.

M5. MJRRAY: This will just take a second. |
think you need to ook at the fact that in Asia, there
really aren't that many narkets that are open. You have
Japan, Australia, but when you look at the Atlantic Russian
region, you've got basically all of Europe is open, conpared
to Asia. And so you' ve got a |lot nore cables, you ve got a
dozen or nore cables on that route, current and proposed.

And Asia, we hope will ook nore like that, the
Asia Pacific region, we hope will ook nore like that in the
future, but there's a high anount of risk in the Pacific

Qcean region right now, because, you know there are very few
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markets that are open. And to require carriers to put out
$1.2 billion for one route, it seens to be a little
excessi ve.

| don't know that we would personally be willing
to take that risk. W're not primarily in the business of
bui | di ng cabl es, unlike d obal Crossing.

MR. DEGRABA: Let ne suggest one thing before |
nove on to Peter, and that is, there are various kinds of
ri sks back when I was in business school we | earned. One of
themis the market demand m ght not show up to neet the
capacity you decide to build. Wth the forecasts of the
dermand that's growing, that's probably not a huge risk in
this market. O course, it's not my noney out there, so
maybe |I' m w ong.

The second thing, you just don't know what your
conpetitors are going to do, but if they decide to extend
their capacity, well, you're not spending yours, that m ght
be a problem The first kind of risk we're sort of happy to
see protected against. The second kind of risk, if you tel
me that | joined the cable in order to sort of guard agai nst
the second kind of risk, for public policy reasons, we may

not sort of be all that happy with that kind of answer.
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You know, $1.2 billion sounds like a |ot and maybe
it is and maybe it's not. I'd be sort of nore interested in
over the course of tine, to sort of | ook nore deeply into
what ot her kinds of risks that are being assuaged by havi ng
every single carrier be a part owner on the sane facility.

MR. MJULETA: | think the problemI|'mhaving is not
every carrier, at least in the Pacific, on the inquiry in
the Pacific, not every carrier decided to join the
consortium \What happened was that one carrier, one
potential player, decided to build their own. VWich is
great, that's what we want conpetition to do, take the risk

The risk is that everybody el se mght want to also build
their owmn system and they mght build it by participating
in a consortiumkind of cable. That is the risk that, you
know, that's the risk people were taking when they decided
to build the system

And what we don't want to happen is for the
Commi ssion to step in and say, well, it's wong for you to
share risk where you find it appropriate. Again, there's no
collusion, the parties are not trying to carve up the
mar ket, all those kind of fears are addressed and are taking

place. | think it's great to have sonebody take all the
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risk and for another players to take parts of the risk,
okay, where their capital allows themto take the risk.

So | think what we want is both kind of systens to
take place, okay, so long as it doesn't foreclose from
either systemtaking fromours. So I think fromour point
of view, the second risk we say that there is a, you know,
your conpetitors m ght increase your capacity and you' d be
left. That's a real risk in our business, because that
means you' re dead. |If you don't have capacity on business,
you're dead. So that is something, a significant risk, that
we try and offset.

| think you re asking the question in a different
manner, but fromour point of view, that's a real risk of
bei ng | ocked out of a marketplace because there's no
avai l abl e capacity. GCkay, because the demand is al ways
there, we just can't get the capacity.

M5. MJRRAY: | think, Pat, you should be a | ot
nore concerned if there are resale restrictions, but in the
particul ar consortium cable on Japan U.S., there were no
resale restrictions. You have 45 carriers that are free to
resal e capacity and conpete agai nst each other that way.

And |'mnot sure that the conpetitive cable market has,
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think they may have resale restrictions.

So, you know, | think that's quite pro-
conpetitive.

MR, DEGRABA: Peter?

MR. COMHEY: Well, | think, Pat, you' ve nade the
right point, which is there's exploding denmand and there is
no difficulty in financing a $1.2 billion venture nowadays.

You take out a non-recourse loan to do this and it is a
risk for a conpany, but it is a perfectly viable financial
proj ect.

So, clearly, these consortia are not existing
because there is no way to finance cables except with a
consortium It is true that conmpanies and carriers wll
vary in their preferences about different types of financial
risks for different purposes, and that's why a conpetitive
mar ket pl ace offering lots of alternatives is what you want,
so that people can take different alternatives.

Now t he right question, | think, to ask is, does
an FCC effort to try to further enhance conpetition in
infrastructure in the international cable transport market
require an end to all consortium arrangenents? In our view,

it does not. What it does require, just as in many forns of
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conpetition rules, is alimt on certain types of

conbi nations in the marketplace, not an end to al
consortiumrel ationships. So that there should be maxi num
flexibility while having selective intervention to limt
particularly overly excessive conbinati ons of market power.

MR. VALLS: | think I1'd like to add a little bit
of private sector reality froma snaller conpany. $1.2
billionis alot of noney and it's very difficult to get
that kind of noney in any marketplace to finance a cable
system

| also would like to add that, in our particular
case, we participate in cable consortiunms and we al so
purchase from private providers of cable. And we really
| i ke to have the choice to be able to do both cases, so that
we woul d inspire the Comm ssion to do anything necessary to
keep our choi ces open.

M5. ARBOGAST: Can | follow up with just a
guestion which is, assum ng, you know, that we agree that it
is desirable to allow fol ks to have the choice of how
they're going to do their ownership structure, whether
they're going to spread the risk, is there anything we

shoul d do to guard agai nst the possibility, or is it even a



10

11

12

13

14

15

16

17

18

19

20

21

22

real possibility that the fol ks, say you ve got AL B and C
carriers that are on the consortia carrier, on the foreign
end, you' ve got sonmeone who's either a nonopolist or a

dom nant carrier. Should we worry about the fact that the
other carriers that are not on that consortia m ght be

di scrim nated against by the folks who have the ability to
discrimnate in the foreign market? Should we be worried?
If we should be worried, is there anything we can do?

MR. MJULETA: Can you say the hypothetical? | was
just trying to understand the hypothetical. Could you
restate it?

V5. ARBOGAST: Well, you might just have said the
hypot heti cal. You have five conpanies that are U. S.
conpani es that have deci ded to becone nenbers of a
consortia, and you've got five others that did not, for
what ever reason

On the far end of the consortia, you ve got folKks,
you have conpanies that if they're not nonopolists, they
have very inportant market power and the ability to
di scrimnate. Should we be worried that they may
di scri m nate agai nst conpanies that are not part of their

partners on the cable?
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MR. MJULETA: Onh, sone sort of collusive behavior
bet ween the people that are in the consortium about how t hey
all ow access to the facilities on the other end, on the
forei gn end?

M5. ARBOGAST: That discrimnation in ternms of the
ability to interconnect, once you get to the foreign end,
ei ther of those others.

MR. MULETA: From PSINet's point of view, that is
areal risk of all of this, is power that's exerted on the
foreign end. Cause, you know, if you guys can't influence
that, you know, that is a real risk. But | don't think it's
necessarily a behavior of the U S. carriers that are part of
the consortium [It's not an obvious conclusion for ne to
say that the U S. carriers are sort of, you know, pushing
for this sort of behavior to take place.

And part of your investigation ought to be, you
know, what does the arrangenent allow for, does it allow for
resale rights? Does it allow for conpetitive access to
backhaul facilities, all those kind of things? Because what
the consortium nenbers m ght actually be doing is opening up
the market for those who, for one reason or another, could

not participate because they didn't have the capital, for
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exanple, to participate in this $1.2 billion or $1.5 billion
bill.

So it's not an obvious conclusion that there's bad
behavior on the U S. carrier's point of view

MR. VALLS: | think | would also like to add, in
our particular case, where we are a carrier's carrier, we're
typically negotiating agreenments with operating conpani es at
foreign ends, a lot of times it's easier for us to be able
to negotiate an agreenent if we already participate in a
consortium For exanple, we participate in the FL
consortiumtoday, so it's sonmetines easier for us to go into
a country and say we're participants in a consortium and so
that we can work with you easily, because the facility is
al ready alive in your country.

And we know that in those cases, for exanple, into
Egypt and into India, it's unlikely that we're going to
overconme the nonopoly power of the foreign partner for a
long tine to cone. So participating in a consortium does
give us, it gets us a certain perineter when we walk into a
country, to be able to negotiate an agreenment with that
foreign country.

| also like the fact that when we are
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participating in a consortium as you nentioned before, we
are basically buying credit that I could spend to develop a
circuit into Egypt or develop a circuit into India or
develop a circuit into Thailand, which allows ne to
negotiate with three entities with the possibility of
reaching an agreenment with one entity, and then using ny
credits to go into that country where | have had a
successful negotiation. Because any of you who have tried
to negotiate with foreign entities knowthat it's a very
tricky situation.

So that | do believe in that sense, the consortium
cables provide us with, it provides us with a flexible
mechanismto be able to enter into several markets when
you're dealing froma carrier's carrier point of view

MS. ARBOGAST: Thank you.

MR, TALBOT: Jim Talbot with AT&T. 1'd just like
to go back to Pat's earlier question for a nonent. As Ken
nmentioned earlier, U S. carriers need | ow cost capacity.
We're conpeting in a highly conpetitive upstream nmarket, and
what we need fromour consortiumcables is the | owest cost
capacity we can get.

And the consortium cables provide this. And the
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reason they do so is that unlike private cables, consortium
cables are not profit making. They allow all carriers to
take equity positions wi thout the huge risk exposure that
you have if you build your own cable. The risks are greater
on undersea facilities. The Comm ssion has recognized this
inits endorsenent of consortiumcables for some 35 years.
Unlike terrestrial cables, you can't build and use
consortium undersea cables on an increnental basis. You
can't turn themon until you' ve fully built. Once they're
built, there's very Iimted things you can do to reflect
| at est technol ogi cal devel opnments. There was a huge
technology risk. All capacity can becone outdated very,
very quickly. Per SDM costs as a result of changing
t echnol ogy have cone down fromwell over $50 million back in
the late 80s to $10 million to just a few years ago with TAT
12, 13. \Wen TAT 14 is turned up for service in 2001, the
per SDM are going to be sonething |ike $400,000. You've got
to plan your investnents extrenely carefully, to make sure
that you can take advantage of the | owest cost capacity to
provi de the services, the | owcost services that your
custoners require.

G obal Crossing is well aware of this. They told
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the FCCin '98 that, in fact, there were very substanti al
barriers to entry on building undersea. And it's those kind
of realities that have fornmed the Conm ssion policies for
many years.

MR. DEGRABA: | would throw out one |ast question,
| guess, at least for this part, to kind of push the
anal ysis one step forward and don't expect an answer today,
but perhaps in the future, which is, there are conpelling
stories about why consortiumcable, in general, are good and
sort of | understand them But | guess the piece that's
mssing is, and this is sort of the synbol of ny earlier,
per haps, econom st question. There's nothing that 1've
heard so far -- maybe the answer is out there and I'I| get
it later -- about why there just needs to be one consortium
cable of 480. Al the stories |I've heard today are
consistent with two consortium cabl es of 240 each.

So that's at | east one piece of the anal ysis that
| think is still mssing. |If you want to make a conpelling
affirmati ve case for a single cable with a | arge nunber, and
the vast majority of the carriers on it, as opposed to a few
i ndependent|ly owned consorti a.

MR. MJULETA: This is John Mil et a. | think what
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we're trying to describe is that this is a very dynam c

mar ket pl ace in which in the Pacific, for exanple, what
happened was that there was a very, very narrow w ndow in
whi ch people had to make a decision. It was either build or
not build. There was one alternative that was announced,
and people were comng up and saying, let's build another
one.

And what happened was that a | ot of players said,
this is a good way of diversifying our capital. They didn't
forecl ose buying on the private cable. All they said was,
this would be a good way of getting, of diversifying our
capital. And if, you know, System A cones in first, we'll
buy in System A if it's priced right. And if System B cones
inand if it's priced right, we'll use that. You know, in
essence, you nake that capital commtnent.

So | don't think there's been any discussion that
it should only be a single cable, a single consortium It
can be multiple consortiuns. But the question is,
assenbling the consortiumtakes tine. You know, this is a
| ot of negotiations that have to go on. People have to
negoti ate anong thensel ves, anong nmultiple parties. So when

you have a narrow wi ndow, it happens that only one was built
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in that instance, and only one consortium and anot her cable
system which was a private cable. Gay, so what it gave
was two alternatives into the marketplace. GCkay, that's the
important thing to note in that instance.

If you |l ook across the Atlantic, there are
consortium cables. They are not called consortium cabl es.
There are, for exanple, there is at | east one that has been
announced whi ch sounds |ike a consortiumcable, but it's
under the guise of several partners working for a joint
venture. Gkay, so it's not clear as to whether it's a
consortiumor not. There are other cables that are being
desi gned the sanme way, and then there is a public consortium
i ke TAT 14 in which, you know, it's declared itself as a
consortium

So | don't think your statenent that we've been
tal ki ng about one or nothing is true. The one thing that
I"d like to note is, in any instance where you have a
consortium the key thing to keep in mnd is that there
shoul d be transparency. GCkay, that is one of the things
t hat the Commi ssion should strive for, the information is
public, that people are aware that who the parties are and

sort of what are the deals that are being struck, just so



10

11

12

13

14

15

16

17

18

19

20

21

22

t hat the Comm ssion can have an indication about what's
going on in the marketpl ace.

MR. DEGRABA: Thank you.

M5. ARBOGAST: Yeah, one nore coment on this
topic then we've got two other topics that | want to | eave
sone time for and we've just about run out of tine.

MR. COMHEY: MW points will be appropriately
brief. The first is, this question of requiring a
consortiumto handle risk is one that | would hope at this
poi nt should be a dead question, in the sense that we have
evi dence al ready that the marketplace will finance non-
consortium arrangenents to lay full capacity undersea
cabl es, nunber one.

Nunber two, the problem for undersea cables is not
substantially different fromglobal satellite systens, where
t hey have to have the systemup before you turn on the
services in full, but you have the ability to finance those
systens, as well. \Wether they succeed or fail in the
mar ket pl ace is a separate question.

The third point I want to make is that the notion
that we need a public utility nodel here both goes back to

the false notion that public utilities are the best way to
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buil d out capacity, conpetitively and in a technologically

i nnovative way. And al so speaks, carries forward the nyth
that these consortiumwere offered at cost. For exanple, on
backhaul , they were not offered at cost traditionally. And
| mght note that AT&T was always a | anding party on these
cables. I'mthus able to make the margins that canme from
non-conpetitively priced backhaul .

But the real point I want to conclude with is
that, in fact, nuch of the discussion here is really about
two points. One, that the Comm ssion should have a clear
set of guidelines to the nmarketplace on an aid priority
basi s about what is likely to be permssible or not. It is
possible to negotiate a joint venture in a tinely, efficient
way to share costs anobng parties if they knew what types of
joint ventures are acceptable.

And that leads to the final point which is the
Comm ssi on shoul d be focusing on what constitutes an overly
inclusive joint venture to build a cable and defining that
clearly for the marketplace so the marketplace knows how to
deal with that. They can build joint venture, club cables,
consortium cabl es, but not overly inclusive ones.

M5. ARBOGAST: Wait, wait, if we keep on, we'll be
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here all night and ten seconds, ten seconds, then we're
going to nove onto the next thing.

MR. MJULETA: Ckay, ten seconds. Beware of inputs
into the cable construction, so the manufacturers and those
parties actually exert a great deal of influence into the
avai lability of cable systens, so people that have control
over inputs are people you should be taking a |ook at, as
well. Not necessarily asserting jurisdiction, but just
taking a | ook at.

MR. TALBOT: There is significant conpetition in
t he undersea cable nmarket. There's a huge anount of
capacity going in, both public and private. |In fact, we've
had the | eading builder say to us that 80 percent of new
capacity is now private. There is no evidence of any
conpetitive harmto private cables. The Conmission really
shoul d not proceed without facts and I'd submt we've really
seen no facts today that provide a basis for |aunching a
proceeding to | ook at policies that have worked well for
years and continue to work extrenely well in giving U S.
carriers a choice of different arrangenents to neet the
needs for cheap capacity for their custoners.

And particularly in launching any kind of
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inquiring to rules, the just dependency of them woul d
effectively chill consortiumcables until the issue was
resol ved, thus helping -- neaning that U S. carriers could

| ose critical planning wi ndows, unable to pursue the
consortium option, because they wouldn't know what the rules
of the game woul d be going forward.

M5. ARBOGAST: Thanks. | just want to throw out
one question that I don't even want comments on right now,
because | want to nove to the other topic. But one of the
things that had been triggered on sonmething that you had
menti oned, Kerry, about that the resale, one of the things
that we should | ook at are whether there are restrictions on
the ability to resell at capacity.

The question | just have for folks, that you can
get back to us later, is one of the things that we should
al so be | ooking at whether there are serious restrictions on
a resale until the pool capacity is sold? And I'd just like
peopl e's thoughts on that, but not now.

W have two nore topics to cover and | think we're
going to need to give each about five mnutes. The next one
is, on a going forward basis, again, not |ooking at any past

or pendi ng proceedi ngs that we have, but on a going forward
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basis, are there any circunstances where we shoul d be
sonehow wary of taking a close | ook at or otherw se
constraining price differentials, especially volune
di scount s?

MR. NAKAMURA: This is Kent Nakanura from Sprint.

My under st andi ng from our busi ness peopl e about the

submarine cabl e business is in sone ways, it's sort of Ilike
buil ding a big shopping mall. You need anchor tenants and
you need it so that you can get the noney to build the
thing. And the anchor tenants, however, are also in a
position to extract very good prices, just like Nordstroms
or Bl oom ngdal e's, you know, you can be sure wll pay
cheaper rent than, you know, a snmall fast food place in a
bi g shopping mal | .

So vol une di scounts doesn't necessarily nean that
there's a conpetitive problem

M5. ARBOGAST: |Is there a volune discount, is
t here an obscene vol une di scount as soneone had once said in
our neetings? |Is there anything that woul d be so outrageous
that we should take a | ook at it?

MR. MJULETA: | think where | would be worried

woul d be where essentially they're getting the capacity for
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free.

(Laughter.)

MR. MJULETA: And where there has been no -- you
know you guys try to do that. No, but | think in essence
where the upgrade rights would essentially reflect the total
first that's available. | nean, in that instance, | think
you'd be worried about, and that al so, you have to add into
it how nuch control do they have over the upgrade rights?
Ckay, as part of the VPA if they get a right to upgrade it
or they have the majority and if the ownership is structured
not on, you know, percentage of capital, but let's say,
per cent age of capacity, you know, there are things that you
can nonkey around with to allow you to essentially have
control over the system That's really the driver for us to
be very concerned as a private party to this is, if we see
that the VPAis really structured as a way of giving all
control to one or two -- one or a few players.

MS. ARBOGAST: Ckay, any ot her conments on vol une
di scount s?

MR. TALBOT: Wthout getting into the pending
proceedi ng on that issue, just to point out that you have

dealt with these issues on a case by case, you |ook at a
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variety of factors. The one that Kent nentioned, the
conpetitive nature of the route, and we think those rul es
are really adequate to deal with those issues.

M5. ARBOGAST: Ckay, anything el se?

MR. COMEY: | think that if you | ook at the size
of the differentials that exist in the market on pricing
t oday, you m ght reasonably suspect that they reflect sone
el enents of nmarket power at work inside the pricing system
and | suspect that that's what John was trying to point us
to gently -- or not so gently, maybe.

But, in the long run, of course, an efficient
mar ket may have differences in pricing for different
parties, and so it would be better if you had the market
structurally conpetitive with multiple systens out there, so
that the pricing differentials reflect nore efficient
econonmi ¢ incentives, rather than just sinply market power.

MR. NAKAMURA: This is Kent Nakanmura from Sprint.

| am aware of at |east one situation on these new cabl es

where several carriers canme together to conbine their needs
in order to get a better discount on the price was
essentially arbitraging the price structure.

MR. MJULETA: Any system private or common
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carrier, that disallows parties to, non-dom nant players, to
t ake advant age of discounts by, you know, sort of enjoying
either joint venture partners or sone other form | think |
woul d be very concerned with, as a public policy matter, you
know. Allow ng people to pool their capital to reduce their
costs on either private or consortium cable, conmon carrier
or non-comon carrier cable, should not be outlawed, so |ong
as it's within the, you know, anti-trust laws as their

behavi or.

M5. GNSBURG If | may al so add, the Conm ssion
recogni zed in the context of submarine cables the benefit of
vol une di scounts in the Guam Philippines order just a year
and a half ago, two years ago. So there are benefits, |
t hi nk, and the Conm ssion has recogni zed t hat.

MS. ARBOGAST: All right, et me nove on to the
next one, the last one, which is conditions. Any of you who
have a |icense know that there are a set of conditions that
we routinely inpose on both private and common carrier
licensees. And | would just like to give fol ks an
opportunity to tell us which of those you think are no
| onger necessary, or maybe never were necessary, that we

shoul d consi der doing away with? Are there any that you
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t hi nk we shoul d be considering adding on as routine

condi ti ons?

MR, NAKAMURA:  From
A couple of themlike the def
Arnmy nmoving the cable. Maybe

very, very few cables so each

Sprint, Kent Nakanura, again.
ense or the Secretary of the
it made sense when there were

one was really, really

inportant strategically. 1've been in this business a |ong

time. 1've never been aware of a situation where they

ordered that the cable be noved. Maybe it's a good one to

| ook at, ask the Defense Depar

The second one was,

t ment .

you know, the boilerplate

about accepting the conditions in the license within 30

days. | mean, why not just let them if sonebody doesn't

like it, let thempetition for

they do fromall Conm ssion or

reconsi deration the sane way

ders if you don't like it.

M5. ARBOGAST: Anything el se?

MR. TALBOT: | think we concur with that. There's

really no evidence that these

conditions are really causing

any problens in the market, and if applicants want to be

relieved of standard conditions, they could request that,

perhaps in their application,

comment .

and ot her parties could
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MS. ARBOGAST: kay, does anybody have a desire to
say sonet hing on undersea cables in general that hasn't cone
up in the topics that we've covered today, wi thin reason?

(Laughter.)

MR. MJULETA: It has actually nothing to do -- we
have prepared a statenent that we would |ike to hand to the
Comm ssi on and announce to whoever el se wants a copy, we'll
| eave it here.

MS. ARBOGAST: Ckay, thank you.

MR. NAKAMURA: | have a | eave behind on sone of
the local and state permtting problens that are starting to
show up. Just by way of exanple, the State of New Jersey
was intimating to Sprint that nmaybe they wouldn't |et us put
in the segnment of capabl e between Manasquan, New Jersey and
Puckerton, because they wanted the thing to go on the | and
i nstead of, you know, undersea. It was our inpression it
was the Comm ssion, not, you know, the New Jersey Depart nent
of Environnment, who deci ded whet her subnarine cables were in
the public interest.

MS. ARBOGAST: Let us know, now we're running out
of time, but are those sorts of conments designed to ask us

to sonmehow pre-enpt, do sonething, get involved in this?



10

11

12

13

14

15

16

17

18

19

20

21

22

MR. NAKAMURA: Be aware of it.

MS. ARBOGAST: All right, okay. Anything el se?

MR. COMHEY: Rebecca, | have a question on how
you'd like to proceed. There is a point | want to nmake
about what | think is the right approach for the Comm ssion,
which | don't think has cone out here. But on the other
hand, you may want to open this up to a question and ask for
a last thought or so |ater on.

M5. ARBOGAST: Say what you have to say and let's
give fol ks an opportunity to respond briefly toit. And
then what | would like to do is either close up or give
fol ks an opportunity to just address issues that haven't
conme up so far

MR. COMNHEY: What we've heard today is that a
nunber of parties have suggested that there nmay still be
problens in the market fromtheir viewpoint. dearly,

G obal Crossing believes that there is a significant problem
with the performance of this market.

Wthout going into the details of what we think
woul d be a good renedy, | would enphasize a couple of sinple
poi nts about what the Comm ssion's options are. The choice

is not between the status quo and detail ed m cromanagenent
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of conditions in foreign countries. There is another
alternative available to the Comm ssion. That alternative
woul d be to focus on ways of defining what constitutes an
i mperm ssi bly broad ownership structure for consortium
cable. That is, to set an ownership cap for a cable,
simlar to the types of spectrum caps that the Conm ssion
uses in the wirel ess nmarket.

| woul d suggest that such a neasure woul d focus
upon the control of narket power as neasured by control of
circuits and half circuits, of full circuits in the market,
of the cable landing parties were the parties who, after
all, do the planning of the cable systens and are the nost
influential players in the nmarket.

And | woul d suggest that such a rule, if adopted,
could allow also for the fact that we have heard parties
express an observation that there are variations in the
world nmarket. For exanple, a limt on ownership
conbi nati ons m ght be forborne for thin route markets and
ot her nmeasures used, in order to allow a bal anci ng between
the desire to get new capacity out there in the marketpl ace
and, at the sane tine, still have sone safeguards.

Simlarly, such a rule mght be forborne if the
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rel evant market was not a country-to-country market, |ike
the U S to the UK , but was, instead, a vigorous regional
mar ket, perhaps, such as the North Atlantic, where there is
a cost effective hubbing nechanism And thus, in that way,
t he Conm ssion could both deal with variations in regional
mar kets and at the sanme tinme have a clear guideline to the
mar ket about how it can put together consortium arrangenents
or purely private single investor arrangenents.

So the one point | would |like to be carried away
fromtoday is the choices, not between the status quo and
overly intrusive intervention overseas, nor denying entry to
foreign carriers to the U S. market. There is a third way,
wel | grounded in conpetition tradition and available to the
Conmi ssi on.

M5. ARBOGAST: Woul d anybody |i ke to respond?

M5. MJRRAY: Yes, if | could just say a word? W
woul d oppose overly intrusive intervention in the U S.
donestic market when you're tal ki ng about non-dom nant
carriers. And | don't accept that the spectrum anal ogy,
when you're tal king about scarce resources. There may be a
reason to have a cap there, but we're not talking about

scarce resources here.
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MR. NAKAMURA: | just wanted to paraphrase, to
cl ose sonething that Dan Canpbell, whom sone of you nmay
know, who's in the submarine cable business with AT&T for
many years, told me a couple of tinmes. He said, a
consortiumis a great way to organi ze people to build a
cable. He said in a conpetitive, in a market that's
becom ng conpetitive, it's not a good way to proceed. It's
very slow, it's very cunbersone, just doesn't function very
well in conpetitive markets.

He thinks that we may have seen the end of it and
so far as Sprint is concerned, if the consortium cable
doesn't change, cant' change in response to devel opi ng
conpetition worldwi de, then it wll die.

MS. ARBOGAST: (Going, going --

MR. TALBOT: 1'd just like to add a coupl e of
points. The approach that we're hearing from Peter woul d
rai se costs to all carriers. | nmean, the effect would be to
limt the nunber of U S. carriers that could go on any one
consortium cable, leaving the choice, either you have to
build on your own, thus expending nuch greater capital than
you ot herwi se woul d, or purchase nore expensive capacity

fromprivate operators |ike dobal Crossing. The price is
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two to five times cost, instead of the cost-basis |evel they
put consortiums price |evel at.

The Conm ssion cannot proceed w thout facts. And
G obal Crossing provides absolutely no basis for any
departure fromthe well established basis on which the
Comm ssion has proceeded in this area case by case.

And just a nore generic point at close. The
Comm ssi on has done a trenendous anount in recent years to
renove unnecessary regulation in the international market.
Wth a foreign participation order, you no |onger have the
pervasi ve regul ation of foreign entry into the U S. market.

Wth the ISP order, you have renoved a | ot of regul ation of
US. carrier's traffic relationships with foreign dom nant
carriers, relying on things like conpetition in the foreign
mar ket and the no special concessions rule.

There is absolutely no reason to reverse course
and go in totally the opposite direction to introduce nuch
greater regulation of non-domnant U S. carriers that have
no affiliation with the foreign market power that G obal
Crossing has pointed to.

MS. ARBOGAST: Thank you. 1'd like to close by

t hanki ng everybody for their long attention, for no break,
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for many of the thoughtful coments that canme through today.
I"d like to just repeat the invitation that if in the next
short, relatively short period of tine, two to three weeks,
if people would like to come in and set up neetings with
staff to tal k about any of these issues or any other issues
that you' d like us to consider, to please do so through Liz
Ni ghtingale. Do you want to give your phone nunber?
MS. NI GHTI NGALE: Yes, 418-2352.
M5. ARBOGAST: And agai n, thank you, everyone.
(Whereupon, at 5:15 p.m, the hearing in the
above-titled matter was concl uded.)
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